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A Perspective on the Future 


No other company on the Canadian financial scene can match the diversity 
of consumer and commercial finance services offered by Traders today. 


The diversification route has been good for the company. While continuing 
to perform strongly in its traditional business of automobile financing— 
the business upon which the company was founded in 1920—the company 
has achieved a balanced mix of services to meet the changing demands of 
the credit market. 


Today Traders is a major participant in the direct cash lending field. 


It is the leader in Canada in factoring and accounts receivable financing, 
as well as in home improvement, leisure and rural home financing. 


On a limited basis, Traders engages in land development financing, with 
some 2,100 acres in a number of key housing markets under development 
currently or scheduled in the future. 


It is No. 2 in industrial equipment financing and will expand its role in the 
capital equipment leasing field, a form of commercial financing being used 
by a growing number of businesses. 


Through its associated company, Guaranty Trust Company of Canada, 
Traders is the only finance company in Canada associated with the trust 
field. Traders first acquired an 18 per cent interest in Guaranty Trust in 1961 
and has since expanded this interest to 40 per cent. At the end of 1971, 
Guaranty Trust had assets under administration of more than $1.2 billion. 


There is also Canadian General Insurance Company, a Traders subsidiary 
since 1938 which specializes in auto, fire and casualty insurance. 


Complementary service roles between the insurance companies, Traders 
and Guaranty Trust are foreseen in the future. 


In 1971, Traders effectively concentrated its activities in the financial field, 
disposing of its investment in Cadillac Development Corporation Limited 
and its ownership of Frankel Steel Construction Limited. As a consequence, 
the company has defined its future business purpose in the following 
statement: 


“The business of Traders Group Limited is to provide a broad range of 
profitable lending, credit and allied financial management services. 


“Other investments must meet profitability criteria exceeding those of the 
company’s principal financial services and will be held to a relatively small 
portion of total assets.” 


In its goal to establish itself as a total finance service company, Traders in 
1971 initiated and completed a major reorganization of its finance port- 
folios, establishing two separate financial marketing components, one 


designed to serve the consumer credit field exclusively; the other, to pro- 
vide a full range of commercial financing services to the business community. 


In recent years, the trend in Canada has been to the formation of two sepa- 
rate and distinct credit markets; consumer and commercial. The ability to 
service these markets effectively is requiring on the part of all credit grantors 
an increasing degree of specialized service expertise. Traders sees this as a 
marketing Opportunity because specialization has long been the company’s 
trademark in differentiating its services in the marketplace. 


In seeking to take greater advantage, now and in the future, of the concept 
of specialization by credit market and product, Traders attaches particular 
significance to the rapid growth which has occurred in the commercial 
financing market in Canada where outstandings currently of $12.9 billion 
are the same size as the consumer credit market. The expectation is that 
the commercial credit market in Canada will expand at an average rate 
of 7.2 per cent over the next four years, reaching an estimated $16.7 billion 
in 1975. Traders today is the only finance company in Canada established 
in all commercial financing markets and looks to an increasing share of 
these markets. 


The growth outlook for the consumer credit market is seen as highly 
favorable to Traders greatly expanded financial service base. Between 
1971 and 1976, combined consumer loan and sales financing outstandings 
in Canada are expected to increase 40 per cent, reaching an estimated $4.2 
billion in 1976. 


Speaking to a financial group recently, Mr. H. E. Dynes, President, said: 
“In many respects we are more optimistic of the future for Traders than 
perhaps at any time in the past. 


“We are seeing signs of greater recognition on the part of the federal 
government of the value over the long term of our kind of lending institution 
in the credit system. 


“We believe out-moded policies in the financial area have restricted the 
breadth of services that can be offered by Canadian financial institutions 
and which, in our view, could parallel the scope of the merchant banking 
and specialist business financing organizations to be found in Europe and 
the United States.” 


The Gray Report on Foreign Investment in Canada has criticized the lack 
of financial intermediaries in Canada equipped to participate in the estab- 
lishment and expansion of Canadian businesses. The Report has also 
drawn attention to the need for improving competition in the Canadian 
financial markets. 


With the Bank Act scheduled for revision in 1976, it is a reasonable assump- 
tion that change in the structure and role of some financial institutions 
could result and, for Traders, hold particular long term competitive benefits. 
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President's Report to Shareholders 


On behalf of your Board of Directors, it is my privilege to report 
that consolidated earnings available to common shareholders 
before extraordinary items were at a record high in 1971 of 
$6,840,000 or $1.50 per share, compared with restated 1970 
earnings of $4,586,000 or $1.03 per share. 


Traders Group Limited consolidated assets for the year-end 
1971 were at a new high of $632 million, compared with 
$569 million for the year-end 1970. 


Financial Relations 


In 1971 Traders Group Limited obtained additional bank line 
availability of $40 million, bringing its total credit lines to 
$123 million. Credit line relationships, at year-end 1971, 
totalled 21, comprised of eight in Canada and 13 In the United 
States, compared with a total of nine at the prior year-end. The 
excellent support accorded the company by the banking 
community is indeed gratifying. Bank support, through credit 
line availability, substantially exceeds short term debt, and the 
company already enjoys the capacity to finance a significant 
portion of its expected growth in 1972. 


The level of short term debt in the capital structure was relatively 
modest during 1971 and at year-end was only 25 per cent of 
total debt. This position provides a favorable base for the 
anticipated rise in interest rates in 1972, but in 1971 it pre- 
cluded a major contribution to operating results from the 
lower level, on average, of short term interest rates in 1971 
compared to 1970. 


Although short term debt can be expected to be higher from 
time to time in the future, both in total dollars and in relation 


to the capital structure, the company plans to continue to rely 
heavily on the longer term capital markets for the major portion 
of its operating funds. 


In addition to a $25 million issue of long term secured notes 
placed in February 1971, a debenture issue in the amount of 
$10 million was placed in June 1971. These two issues not 
only replaced maturing issues totalling $14 million, but 
provided over $20 million in additional operating funds. 
Long term debt maturities in 1972 are modest, but the company 
plans, subject to market conditions, to continue to offer to 
investors appropriate investments during the year. 


Finance 


The contribution of Traders and its finance and land develop- 
ment subsidiaries to consolidated net profit in 1971 amounted 
to $6,518,000, compared with $5,918,000 in 1970. Personal 
Loan, Factoring and Land Development subsidiaries produced 
record net profits for the year. Details of the 1971 performance 
of the finance portfolios are contained in the Operations 
Review section, starting on page 23. 


The company enjoyed the full benefit in 1971 of its equity inter- 
estin Guaranty Trust Company of Canada. In 1971 the company 
exercised rights issued to shareholders and purchased additional 
shares. Traders now owns 1,787,028 shares of Guaranty Trust or 
40.21 per cent of the outstanding shares. The trust company 
produced a net profit in 1971 of $3,822,000 (an increase of 
90 per cent over $2,017,000 in 1970), in which Traders share 
on an equity accounting basis was $1,467,000, equivalent to 
32 cents per Traders share. Dividend income received in 1971 
amounted to $772,000, compared with $353,000 in 1970. 


Guaranty Trust's profits resulted in large part from lower bor- 
rowing costs in 1971. Its wide range of financial and trust 
services also enjoyed substantial growth. 


Insurance 


The Canadian General Insurance Group experienced a more 
favorable trend in operations in 1971. During the year senior 
management changes were made in the administrative and 
marketing areas, together with changes in underwriting 
policy, upgrading of the insurance agency force and renegotia- 
tion of reinsurance treaties. The full benefits of these changes 
should accrue more fully in 1972. 


Effective January 1, 1972, Mr. J. W. McCutcheon, partner, 
Shibley, Righton & McCutcheon, Barristers and Solicitors, 
Toronto, was elected Chairman of the Board of the insurance 
companies, following the retirement of Mr. W. F. Spry as 
Chairman after 43 years with Canadian General Insurance 
Company and 50 years in the Canadian insurance industry. 
It is a privilege to pay tribute to the many outstanding contribu- 
tions of Bill’ Spry to the building of the insurance company 
into a multi-million dollar enterprise. 


Frankel Steel 


The sale of Frankel Steel Construction Limited, to the Frankel 
senior management group for $5.3 million, was completed in 
December 1971. It was sold to permit Traders management to 
concentrate on financially-related services, compatible with 
management skills. 


Frankel’s earnings contribution on an equity basis was $113,000 
to June 30, 1971, compared with $359,000 for the full year 1970. 


Marketing 


Capital equipment leasing represents one of the fastest growing 
markets in the commercial finance field in Canada. During the 
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“ours is a personalized business 
in which we seek to match our credit 
services to our customers 
financial needs ~ 


next five years Traders expects to provide a broad range of lease TRADERS GROUP LIMITED 


accommodation to business for the acquisition of capital assets. Consolidated Net Profit 
During 1971, Traders entered into agreements with several 1967-71 (Before Extraordinary Items) 
major corporations to lease various types of manufacturing 8. 

: ; : 3 j $ millions WN 
equipment and railway rolling stock with an aggregate cost In 


excess of $20 million. 


The company took major steps in 1971 to strengthen its 
marketing operations. The sales finance industry has historically 
distributed its services through retail dealers. This has tended to 
remove the companies in the industry from direct contact with 
the buying public. While the dealer will continue to be most 
important to Traders, the company plans to adopt a more 
consumer-oriented marketing strategy in terms of service 


commitment. 


As noted in the Foreword to the Annual Report, the finance 


portfolios were reorganized into two separate marketing 
groups: one to concentrate on the consumer credit market, 
through specialized sales finance and consumer loan branches, 
and the other on commercial financing. The long term objective 
of each group will be to provide a total service package to their 
customers. 


A decentralization program of field marketing operations was 
also undertaken in 1971. This involved the establishment of 
new zone sales territories in each of Traders key markets across 
Canada and the appointment of Assistant Vice Presidents 
resident in the new zones. This places greater expertise and 
authority in the field to render management decisions. more 
expeditiously and to provide improved service to customers 
and dealers. 


1967 1968 19 


9 1970 1971 


In making a clear marketing distinction between consumer and 
commercial credit, the company undertook in the last half of the 
year, a major program of transferring industrial receivables, 
which were formerly administered by consumer branches, to 


specialized industrial branches. In all, the changeover involved 
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some 570 employees and 106 of our branches. These changes 
were brought about with a minimum of disruption. 


Responsible for the management of the new Consumer Finance 
Group is Mr. E. W. Flanagan; for the new Commercial Finance 
Group, Mr. A. V. Steele; and for the Corporate Leasing Group, 
Mr. H. N. Crawford. They are senior vice presidents and 
directors of the company. 


Board of Directors 


Elected to the Board during the year were Mr. G. R. Chater, 
President of Grafton Group Limited, and Mr. J. W. McCutcheon, 
partner, Shibley, Righton & McCutcheon, Barristers and Solici- 
tors, Toronto. 


Resigning from the Board were Messrs. W. S. Robertson, Q.C., 
and W. F. Spry, F.I.1.C. We are indeed grateful for the valuable 
services rendered to the company by both these gentlemen. 


Outlook 


The outlook for the Canadian economy in 1972 is for stronger 
growth than was achieved over the past year, even though in 
1971 Canada had one of the fastest rates of real economic 
growth of any industrialized western nation. 


Personal savings are at near record levels, and it will be the 
consumer's attitude towards spending in 1972 which will 
have a significant effect on how rapidly the economy improves. 


At the end of 1971 consumer credit outstandings in Canada 
stood at $12 billion and a 10 per cent increase in 1972 appears 
to be a realistic expectation. There are good indications that 
major improvements are developing in the automobile, appliance 
and commercial markets. 


We do not foresee any significant decline in long term interest 
rates for 1972. Short term rates in Canada have increased 
already and some further increases are expected. 


MA umes 


March 10, 1972 President 
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Consolidated Statement 
of Profit-and Loss 


For the Year Ended December 31, 1971 


TRADERS GROUP LIMITED 
AND SUBSIDIARY COMPANIES 


Incorporated under the laws of Canada 


HEAD OFFICE: 
625 Church Street, 
Toronto 285, Ontario 


Gross income from operations (Note 9) - 
Investment income (Note 3) - - - - 
Profit on sale of securities - - - - 


Income from subsidiary sold in 1971 Nore ey, 


Direct operating charges (see below) - 
General and administrative expenses - - 


Depreciation and amortization of fixed assets 


Profit before income taxes and minority interest 


Income taxes (Note 77) 
OMicaie ee) se “Sp ee eS 
Deferred = =) == ee 


Profit before minority interest - - 
Minority interest in net profits of subsidiaries 


Net profit for year before extraordinary items 


Extraordinary items 


Capital gain on exchange of shares (Note 3) - 


Net loss on sale of investment in subsidiary (Note 3) 


Foreign exchange loss net of income taxes (Note 7(d) ) 


Net profit for the year after extraordinary items 


Direct operating charges 
Interest paid by the company on— 


Collateral trust notes—bank loans and short term - 
—medium term and long term 


Debentures - - - - - = = 
Mortgage and other interest - - - 
Cost of acquisition of borrowed money 


Discount and foreign ex ades On purchases or 


redemptions of debt - - lees 


Cost of sales—land development - - 
Insurance claims =) =") =) 25 ee 
Credit losses = = 92° “8 = 92% 
Commissions and other direct charges - 


Seat 


1970 


($000’s omitted) 


$101,283 $96,440 
3,950 2,899 
1,016 57 
113 359 
106,362 99,755 
65,522 63,770 
26,044 23,783 
802 1,059 
92,368 88,612 
13,994 11,143 
6.043 6,233 
(17) (857) 
6,026 5,376 
7,968 5,767 
62 (10) 
7,906 5,777 
$424 
(671) 
(468)) 
$ 15,285 $ 5,777 
$ 4,758 $ 8,936 
18,177 15,043 
22,935 23,979 
3305 270s 
826 —- 1,057 
847 716 
(466) (1,100) 
27,447 27,359 
1,567 735 
22,987 22,186 
5.776 5,516 
7.745 7,974 
$ 65,522 $63,770 


Consolidated Statement 
of Surplus 


For the Year Ended December 31, 1971 


TRADERS GROUP LIMITED 
AND SUBSIDIARY COMPANIES 


Balance at beginning of year—as previously reported- - 


Adjustment to eliminate the allowance for acquisition costs 


from unearned finance charges (Note 7(e)) 


Balance at beginning of year—as restated - 


Adjustments arising during the year (See below) 


Consolidated net profit for the year . 


Less: 


Interest on income funding rights (net of subsidiary 


boldings) =) = = = = = = 


Dividends on cumulative redeemable preferred shares— 


4%% (net of subsidiary holdings) - 
BU pee! et ae ee ee Wee 
om erles wee ee = ee ee 
$2.16, Series B- = = = = = 


Available for common shares (Note 72) 


Dividends on common shares (1971—62/4¢ plus extra of 


iOC per share? \370— 500) = == 


Balance anend Ot Veal= = =| = 


Adjustments arising during the year— 


Change in holdings in subsidiaries - 


Amortization of cost of issuing Series A and B preferred 


shares, net of gain on redemption 


Transfer from contingent reserve (Note 8) - 


Gain on settlement of claim - - - 


al 1970 
($000’s omitted) 
$30,280 $28,254 
(1,987) ~ XI NS7) 
20,043 26797 

656 125 
28,999 26,422 
15,265 ome 

9 9 

136 136 

58 58 

340 450 
O25 pele! 
1,066 1,191 
14,219 4,586 
3,300 2,665 
10,884 1,921 
$39,883 $28,343 
23° 3 (44) 
(116) (91) 
749 160 

— 100 

$ 656 


Consolidated surplus consists principally of retained earnings and is reduced by the net excess 
of the purchase price of the shares in subsidiary companies over their book value when acquired. 


As a result of the redemption of preferred shares, $2,002,230 of the above surplus is designated 


as capital surplus under the Canada Corporations Act. 
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Consolidated 
Balance Sheet 


December 31, 1971 


TRADERS GROUP LIMITED 
AND SUBSIDIARY 
COMPANIES 
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ASSETS 


CASH. IN°BANK (Noie2). = = =e 


RECEIVABLES: 
Finance— 
Instalment contracts - - - - 
Lease receivables - - - - - 
Interest bearingloans - - - - 
Wholesale advances - - - - 


Loans to associated companies - - 
Insurance and other receivables - - 
Real property heldforresale - - - 


Less—Allowance for doubtful accounts 


INVENTORIES OF SUBSIDIARIES: 
Land, at development cost (Note 7(f)) 


INVESTMENTS (Note 3): 
Investments in associated companies 
Investment in former subsidiary -  - 
Investments of insurance subsidiaries— 


Investments having a quoted market value, 
at cost (indicated market value 1971— 


$38,277, 1970—$36,817) - - 
Mortgages - - - - - - - 
Othst sola). eee ees 


FIXED ASSETS: 
Eine eu@ose os 9 Ss s G = = 
Buildings and equipment, atcost - - 


Less—Accumulated depreciation - - 


OTHER ASSETS: 
Unamortized cost of borrowed money 


Unamortized cost of issuing preferred shares 


APPROVED ON BEHALF OF THE BOARD: 


H. E. Dynes, Director 
R. L. Sheard, Director 


1970 


($000's omitted) 


A 
$ 8,570 
$310,397 
bie s3 
137,027 
62,623 
622,718 
17,507 
A767 
337 
DOs 29 
TOOtA 
543,318 
7202 
20,085 
40,089 
12670 
62,044 
621,884 
1,210 
8,941 
10/151 
4,313 
5,838 
4,334 
161 
4,495 
$632,217 


$304,813 
121,865 
44,175 
470,853 
16,932 
10,701 
2,868 
501,354 
9,651 


6,471 
5,806 


39,135 
2,388 
1,061 


1,210 
10,049 
+) eo 

4,739 


3,960 
332 


30 2,206 


491,703 


6,475 


54,861 
558,745 


6,520 


4,292 


$569,557 


LIABILITIES 


PAYABLES: 

Accounts payable and accrued charges - 
Wholesale due to manufacturers - - - 
Interestaccrued - - - - - - - 
Dividends payable - - - - - - - 
Income taxes - - - - - - - = 
Insurance claims - - - - - - - 
Dealers’ and factoring credit balances — - 


DEFERRED INCOME TAXES - - - - 


SECURED DEBT (Note 4): 
Collateral trust notes—bank loans -  - 
—shortterm - - - 
—mediumterm -— - 
—longterm - - - 


Bank loans of subsidiaries - - - - - 
Other secured debt ee eo ee 


OTHER DEBT (Note 5): 
Debentures of the company - - - - 
Debentures of subsidiary - - - S 
Short term notes payable by Aer: - 


UNEARNED INCOME (Note Mas 
Finance charges - - - = too 
Insurance premiums - - - - - - 


MINORITY INTEREST IN CAPITAL AND 
SURPLUS OF SUBSIDIARIES = = = 


CAPITAL AND SURPLUS (Note 6): 
Piece SMES 2 = = s = = = 
(COnmmoni sais = = = = = S = 


Contingent reserve (Note8) - - - - 
SurpluS.= <= #:. 8605 = =\ = & 


The accompanying notes form an integral part of the 
consolidated financial statements. 


1971 1970 
($000’s omitted) 
TSE $ 6,505 
7,593 3,960 
5,286 4,432 
1,549 971 
179 1,697 
24,208 21,208 
D\ AD 15,256 
$ 67,990 $ 54,029 
515 854 
28,500 48,073 
66,756 40,530 
31,787 29,390 
215,146 202,215 
342,189 320,208 
2,497 era. 
10,270 4,791 
354,956 326,773 
49,508 44,329 
779 884 
5,175 4,049 
55,458 49,262 
478,919 430,918 
55,589 48,809 
12,508 15,099 
68,097 63,908 
TGS: 996 
WTA 20,239 
29,834 24,389 
44,555 44,628 
a 764 
39,883 28,343 
84,438 Tavoo 
SOS 11 7/ 


$569,567 
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Consolidated 
Statement of Changes 
in Operating Assets 


For the Year Ended December 31, 1971 


TRADERS GROUP LIMITED 
AND SUBSIDIARY COMPANIES 
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OPERATING ASSETS: . 
e Notes, mortgages and accounts receivable— 


Finance (net of unearned income and allowance for 


doubtful accounts)- - - - - - - - 
Othe ee eee ee 


e |Investments— 
Associated companies— 
Guaranty Trust Company of Canada - - - 
Other associated companies - - - - - 
Investments held by insurance subsidiaries -  - 
Investments in subsidiary sold during year (at 
value) = = = = = tS 92 =F Se = 
Other— 
Cadillac Development Corporation Limited - 


e Inventories of subsidiaries— 
Land under development - - - - - - - 
6 Gash’ (2a a ee ee ee 


Net increase in operating assets- - - - - - 


equity 


Increase or (decrease) 
($000's omitted) 


$44,725 
110 
$44,835 
14,031 
(417) 
436 
(5,806) 
(1,061) 
7A83 
1,477 
2,864 
$56,359 


This net increase in operating assets was provided from the following sources : 


e Increase in retained earnings— 


Net profit for year-  -  - = = = = $15,285 


Changes in holdings of eabeidianes eee 


Less: 
Amortization of cost of stock issues - - 
Contingent reserve due to nes interest 
Dividends for year - - - - -  - 


e Decrease In capital stock - - - - - - 
e Increase in secured and other debt— 
Secured debt - - - - - - = = - 
Other debt=- = = = = = & = = & 


e Increase (decrease) in other liabilities— 
Increase in payables - - - - - - - 
Less: 

Decrease in other liabilities— 
Deferred taxes - - - - - - - 
Minority interest- - - - - - - 
Unearned insurance premiums - -— - 


Add: Net decrease in fixed and other assets 


23 


$15,308 
4,532 
$10,776 
(73) 
28,183 
6,196 
34,379 
13,961 
(3,163) 
10,798 
55,880 
479 
$56,359 


The above statement is designed to show the changes in operating assets from the prior year-end 
and the four major sources from which funds were generated (retained earnings, capital stock, 


debt and other liabilities). 


A conventional statement of source and application of funds is not appropriate to finance 
companies since “working capital’’ for such companies includes long term receivables and long 
term debt as well as current items. The above statement has been designed to show comparable 
information appropriate to the operations of the company’s business. Comparative figures are 


not available as this statement was not prepared in prior years. 


Notes to the Consolidated Financial Statements becember 31, 1971 
TRADERS GROUP LIMITED AND SUBSIDIARY COMPANIES 


1. Accounting Practices: 


(a) 


(b) 


(c) 


(d) 


(e) 


(f) 


Principles of Consolidation— 
The financial statements of all subsidiaries at December 31, 1971, are consolidated herein. A list of subsidiary companies is provided on page 28 of the 
annual report. 


Restatement of Comparative December 31, 1970 Financial Statements— 
The comparative financial statements for December 31, 1970, have been restated to reflect the change adopted as of January 1, 1971, in the recording 
of unearned finance charges as explained in (e) below, and the sale of Frankel Steel Construction Limited as explained in Note 3. 


Associated Companies— 

The investment in Guaranty Trust Company of Canada is accounted for on an equity basis as outlined in Note 3. The company and certain subsidiaries 
hold between 25% and 50% of the equity shares of a number of associated companies other than Guaranty Trust Company of Canada. These other 
associated companies are engaged in land development and the profits earned may be deferred until the major portion or all of the development is com- 
plete. The share of profits pertaining to these investments is therefore included in the consolidated financial statements only to the extent of dividends 
received. Provision has been made for the deficit in one 50% owned company. The unrecorded income or equity resulting from this practice is not 
significant. 


Foreign Exchange— 

The company carries all debt which is repayable within one year in foreign currencies converted to Canadian dollars at either the exchange rate at 
balance sheet date, or at forward contract rates. Debt due beyond one year in foreign currencies is carried at the Canadian dollars received at date of 
issue, and the effect of the difference between the issue rates and current exchange rates is set out in Note 4(a). 


Gains or losses arising from market exchange fluctuations are reflected in current operations, while those resulting from revaluation of foreign currencies 
are recorded as extraordinary items one year prior to maturity of the debt. 


Unearned Income— 

Earned finance charges on instalment contracts are computed by the sum of the digits method presuming contracts to be purchased at the middle of 
each month. An allowance for acquisition costs was previously taken into income. This allowance was eliminated effective January 1, 1971, and this 
change has been reflected retroactively in the comparative figures for 1970. The consolidated net profit for the years ended December 31, 1971, and 
1970 were reduced by $14,000 and increased by $20,000 respectively. Unearned finance charges at December 31, 1971, were $51,677,046—1970, 
$48,808,944. 


Unearned lease income, representing the excess of gross lease receivables over the cost of leased equipment (net of residual where applicable), is 
recorded when a lease is entered into and taken into income over the term of the lease on the actuarial method. Unearned lease income was $3,911,551 
—1970 nil. 


Unearned insurance premiums represent 80% of the pro-rata unexpired portion of net written premiums. 


Inventories of Subsidiaries— 
Land is carried at development cost to date, which is not in excess of estimated market value. 


Land development and carrying costs are added to the value of land and charged against income proportionate to the sales to date of each development. 


2. Cash in Bank: 


Cash in bank includes $6.8 million in compensating balances in U.S. banks, maintained in accordance with agreements for lines of credit with these banks, 
and $815,280 in trust bank accounts in the insurance subsidiaries, offset by a trust liability of the same amount included In accounts payable. 


ly 


3. Investments: 


Investment in associated companies— 


Guaranty Trust Company of Canada, at cost 1,787,028 shares (1970—706,200 shares) - - - - - - - = = = = 
Excess Ot eamings Over diVIGeMasimeGeiViecd | i ye i a 
Totali(equivalentite: SiO Gi pers irate) ad 
Equity imypartiersiips) [= p= koe ey 


Gther (Nate (e})) ¢ oe <a See ee ee ee ee ee 


1971 1970 
$18,711,422 $5,375,045 
694,888 — 
19,406,310 5,375,045 

167,167 581,844 
bls 57 513,857 
$20,084,834 $6,470,746 


During 1971 the company acquired 337,986 shares of Guaranty Trust Company of Canada for cash and 742,842 shares from Acres Limited in exchange for 
1,519,943 common shares of Cadillac Development Corporation Limited and other consideration. The resulting gain on the latter transaction, of $8.4 


million, has been recorded as an extraordinary capital gain in the 1971 financial statements. 


As a result of these acquisitions the investment in Guaranty Trust Company of Canada has been increased to approximately 40% of the outstanding shares of 
that company and accordingly has been accounted for on an equity basis in 1971. Income from this investment is so included in the following analysis. 


Analysis of Investment Income— 
Guaranty Trust Company of Canada: 
Dividends received’ <- = > = eS Se SS ae ee ee 


Excess of equity in earnings over dividends received - - - - - - = = = = = = = = = = = = = -~ 


lncirineii@rminv~esimennn GWAR NUE. = = = = = 5s 6 5 6 6 = & = 5 6 = 8 8 & & © & 
IUGR CHOWIIIESINE@MS = = = = = = S = es & & = Ss = 6s Fe es Ss Be os S = 5 = = 
Sines = 2 = Soe Ss es 6 Ss 5 2 2 Sos es 8 6 £ 2 se 2 SS Ss fs e S&S EE = = S 
Weel Vesneaiteeleieunever = = = S Ss = S = = = = = | S © = 5 S£ 5 5 = SB 5 eo g 


Investment in a former subsidiary— 
Frankel Steel Construction Limited at equity value - - - - - - - = = = = - = = = = = = = = = 


1971 1970 
$ 772,394 $ 353,100 
694,888 = 
1,467,282 353,100 
2,402,911 2,332,224 
80,353 214,299 
$ 3,950,546 $2,899,623 
Se $5,805,986 


On December 24, 1971, the company sold its shares of Frankel Steel Construction Limited. The net loss of $576,806 on disposal of these shares has been 
treated as an extraordinary item. The earnings of the Frankel Group to June 30, 1971, (last audited statement) have been included in the statement of profit 


and loss on an equity basis. Comparative figures for 1970 have been restated to reflect this accounting treatment. 


Other investments at cost— 


(GelolileleH DKW lojoimciniaGoliyeerteiimmss) = = = =@ = = = = S$ 56 & os 5 5 28 5 5 & SBS = Se 


@uoted market vale. “S42. = ee a eee ea en ee rg Pee ee 


4. Secured Debt: 


Collateral Trust Notes— 
The Collateral Trust Notes are secured by: 


—a first fixed and specific mortgage and charge of and upon instalment obligations and/or approved securities, and by 
—a first floating charge on the undertaking and other property and assets of the company. 


Medium term notes— 
Maturity dates in 


(ph ee ene rn a ee 0 Bs wets 
VS7 ae eS ce eee 
opal Tas cae he Oe aie ae ee 
PSIG Coe, he ted eo es ee 
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1971 


1970 
$1,060,849 


| 


$9,500,000 


$20,109,269 
7,656,700 
1,605,000 
2,091,000 
325,000 
$31,786,969 


Medium term notes repayable in 1972 include $11,094,269 converted at forward contract rates to the Canadian funds equivalent of notes repayable in Swiss 
francs. All other medium term notes are payable in Canadian funds. 


Long term notes— 
Series 
WwW 5%% 
AL(b) 8%% 
AM(b) 9%% 
AN(b) 9%% 


S A%% 
Via)  5%% 
2 5% 
AF 6% 
Y 5% 
Z 5%% 
AA(a) 5%% 
AB 5% 
AC 5% 
AD 5% 
AE(a)  6%% 
AH 7%% 
Al(a)  7%4% 
AJ THw% 
AK(a) 8% 

AP 9% 


Maximum annual 


Maturity date purchase fund 


June 15, 1972 $ = 
December 15, 1973 — 
December 15, 1974 = 


May 15, 1975 — 
April 1, 1976 — 
May 1, 1977 — 
April 1, 1979 — 
June 15, 1981 250,000 
September 15, 1981 375,000 
April 15, 1983 250,000 
May 15, 1983 Z5OOOORURS: 
May 1, 1984 250,000 
September 15, 1984 375,000 
April 15, 1985 375,000 
April 1, 1986 _ 
December 1, 1986 78,750 
July 1 1987 — 
September 15, 1987 125,000 
December 1, 1988 — 
February 15, 1991 625,000 
Gy Sey}, 7/510) 


Issued 


$ 2,000,000 
7,500,000 
7,500,000 

15,000,000 
10,000,000 


10,000,000 U.S. 


7,500,000 
10,000,000 
15,000,000 
10,000,000 


10,000,000 U.S. 


10,000,000 
15,000,000 
15,000,000 


12,500,000 U.S. 


3,150,000 


17,700,000 U.S. 


5,000,000 


15,450,000 U.S. 


25,000,000 


S 


Balance 


outstanding 


2,000,000 
7,500,000 
7,500,000 
15,000,000 
10,000,000 
9,533,529 
7,500,000 
8,750,000 
12,236,000 
9,032,500 
9,677,321 
8,994,500 
12,684,000 
13,279,000 
13,457,226 
2,834,000 
19,034,156 
4,557,000 
16,576,688 
25,000,000 


$215,145,920 


Pursuant to a private placement commitment entered into in July, 1970, the company expects to issue in 1972 $15,500,000 (U.S.) aggregate principal 
amount of 10%% Collateral Trust Notes, Series AO, maturing in 1990. 


(a) The Canadian funds received at date of issue of long term notes payable other than in Canadian funds and due beyond one year, exceed the total 
Canadian dollar liability on such notes at current rates of exchange at December 31, 1971 by $3.45 million, indicating a contingent future foreign 
exchange gain, consisting of a possible loss of $490,000 in 1977 and $3.94 million of possible gains between 1983 and 1988. Foreign exchange conditions 
in the future could alter this position materially. $1,000,000 (U.S.) of Series AA notes has been repaid through the operation of the purchase fund. 


(b) The following notes are exchangeable, at the option of the holders, during the respective periods indicated below, for an equal aggregate principal 
amount of notes of the same series maturing on the extended maturity date. 


AL 8%% 
AM 9%% 
AN 92% 


Other Secured Debt— 


Exchange Period 
After Prior to 


June 15, 1973 December 15, 1973 
December 15, 1973 June 15, 1974 
.May 15, 1974 November 15, 1974 


Extended 
Maturity Date 


December 15, 1988 
December 15, 1989 
May 15, 1990 


The company or subsidiaries have obligations, secured on real property or on assets leased to others, payable in instalments maturing at various dates from 
1972 to 1987, with interest rates from 4% to 10%. 


At December 31, 1971 the company had undertaken to enter into, in 1972, approximately $10,000,000 in conditional sale obligations maturing in 1987 and 
bearing interest at 8.35% in connection with the acquisition of equipment for lease. 


Vs 


5. Other Debt: 


mo ae Annual sinking 
fund or maximum Balance 
Series Maturity date annual purchase fund Issued outstanding 

5% September 15, 1972 $ = $ 5,000,000 $ 3,125,000 
5%% March 1, 1973 150,000 6,000,000 3,900,000 
5% October 15, 1974 125,000 5,000,000 3,375,000 
6% April 15, 1975 150,000 6,000,000 4,375,500 
934% (a) November 2, 1975 _ 10,000,000 10,000,000 
6% October 15, 1982 225,000 7,500,000 6,090,000 
6% November 1, 1984 180,000 6,000,000 5,136,500 
6% June 1, 1985 120,000 4,000,000 3,506,000 
9%%(b) June 15, 1991 _ 10,000,000 10,000,000 

$950,000 $49,508,000 


(a) The 9%% debentures are exchangeable at the option of the holders after November 2, 1974 and prior to May 2, 1975 for an equal aggregate principal 
amount of 9%% debentures maturing on November 2, 1980. A purchase fund will apply in 1976 to 1979 on the 9%% debentures maturing on November 
2, 1980. 


(b) The 9%% debentures were issued on June 15, 1971. The holder of any 9%% debentures has the right to elect that the company shall prepay the principal 
amount of such debenture on June 15, 1976. Such election shall only be made after June 15, 1975 and prior to December 15, 1975. A purchase fund 
will apply only to the debentures outstanding on June 15, 1976. 


; : Authorized Issued and outstandin 
6. Capital: “Shares Amount Shares ec 
Cumulative redeemable preferred shares— 
4%% preferred shares of $100 parvalue - - - - - - - - - = = = = = = = = = 35,000 $ 3,500,000 35,000 $ 3,500,000 
Less—Held by subsidiaries - - - - - - - = - = = = = = = = = = = = 5,022 502,200 
29,978 2,997,800 
5% preferred shares of $40 par value - - - - - - - - = = = = = = = = = = 125,000 5,000,000 29,149 1,165,960 
Preferred shares issuable in series with a $30 par value - - - - - - - - - - - - 800,000 24,000,000 © 
Series A, 5% preferred shares - - - - - - -.- = = = = = = = = = = = = 291,635 8,749,050 
Less—Cancelled during the year: 
= By DUYODASE Ri ==. Gua Ge sisi Ea oe ae Siz2d 246,810 
— By conversion prior to expiry of conversion privilege on October 1, 1971 = = = = 170,122 5,103,660 
113,286 3,398,580 
Series 8, 92-16, preferred shares) 2 = =: So a= = bo Sy ee eee ee 244,215 «7,326,450 
Less—Cancelled by purchase during the year - - - - - - = = = = = = = = =| 5,584 167,520 
238,631 7,158,930 
$14,721,270 


The terms of issue of Series A and Series B preferred shares include provisions by which the company is to provide (subject to certain conditions) the 


following purchase fund for the purchase for cancellation of these preferred shares: 


Maximum purchase Annual 
price per share purchase fund 


- $28 $210,000 
2 $30 $150,000 


Sees Ay Epica S&S! 25 BO ee: See et ee ee 
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The company has fulfilled its purchase fund obligations to December 31, 1971. 
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Common shares without nominal or par value— 


Classe ee ee ea ee ae oS) a Nea, 
Issued during the year: 

—on conversion of 170,122 Series A preferred shares - - - - - - - - - = - 
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Class A common shares reserved for issue at December 31, 1971— 


Issued and outstanding 


Authorized Shares 
6,000,000 3,722,531 
340,244 
20 
25 
4,062,820 
720,000 720,000 
4,782,820 


Amount 


$23,909,057 


5,443,904 
260 

325 
29,353,546 
480,000 
$29,833,546 


Number of Class A 


common shares 


On exercise of stock purchase warrants— Expiry date Price reserved 
1965 warrants issued with 64% debenture now matured - - - - - - - - - - - - November 15,1972 $15 250,000 
1966 warrants issued with Series AF Collateral Trust Notes - - - - - - - - - - - - June 15, 1976 18 199,980 
1969 warrants issued to Series B preferred shareholders in that year - - - - - - - - - October 31, 1979 13 249,975 

699,955 


Income Funding Rights: 


There are outstanding 13,653 Series A and 6,171 Series B income funding rights (of which 11,551 are held by subsidiaries) with a total aggregate face 
value of $507,287. Non-cumulative interest at the rate of $1 per annum per right is payable out of the net profits of each fiscal year. 


7. Contingent Liabilities: 


As at December 31, 1971 the company and its subsidiaries, in the normal course of business have guaranteed letters of credit and bank lines for customers 


and a bank line of an associated company in the aggregate amount of $5,747,736 (December 31, 1970— $3,059,520). 


The company is also guarantor in the amount of $2,761,741 with respect to first mortgage advances by the principal lender on joint mortgages in which the 


company and certain subsidiaries participate (December 31, 1970—$733,977). 


8. Contingent Reserve: 


Balance atbeginning ofyear - - - - - - - - - =- - 
Mrapsterredto surplus = - = = - = = “ s+ + = - 

Transferred to minorityinterest - - - - - - - - = = = 
Balance atendofyear- - - - - - - - - = - 


- $ 763,958 
- (749,618) 
- (14,340) 


Se 


The reserve included a provision of $402,958 for possible net exchange losses on long term notes repayable in foreign currencies. This provision is not now 
required, in view of the contingent future foreign exchange gain on such debts, as indicated in Note 4 (a). The balance was originally to provide for fluctua- 


tions in the market value of investments of the insurance group and has not been altered for many years. 


9. Income by Group: 


Consolidated gross income from operations for 1971 and 1970 by group was as follows: 


Fie “a et a) ee ee eee 
Land Development - - - - - - = - - = - 


atsuiRaaerees ge) Gee 2 ee ey eee 


1971 


= 2,477,973 


- + = 30,135,580 
TOI 2e2 one 


= = § 68,669,359 


1970 


$65,662,877 

S78 187 
29,398,575 
$96,439,639 
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10. Remuneration of Directors and Officers: 

The directors’ fees paid during 1971 to 16 directors and three past directors of the company amounted to $55,110 including $16,660 paid to directors by 
subsidiary companies. Remuneration as officers of 15 officers and two past officers of the company (including five officers and two past officers who are or were 
directors) amounted to $638,146. All of the officers of the company are employed and paid by the company but the salary costs of some officers are recovered 
from certain subsidiaries. 


11. Income Tax: 

The companies in the group use deferred income tax accounting methods, and these methods are also adopted on consolidation of the insurance group. 
Losses available for carry-forward to 1975 and 1976 have eliminated the potential deferred income tax liability at December 31, 1971 for each of the 
Insurance Companies. Additional losses in the amount of $871,670 are available to 1976 to reduce the income taxes otherwise payable by the individual 


companies in the insurance group. 


12. Earnings per Share: 


Earnings applicable to common shares have been calculated using a weighted average of shares outstanding during the year. 
For the Year ended 
December 31 


1971 1970 


Weighted average of common shares outstanding during the year - - - - - - - - = - = = = = = = = = 4,571,385 4,441,154 


Earnings applicable to common shares: 
$1.50 
$3.11 


$1.03 
$1.03 


Before-extraondinaryitemS = =] = = 9 = = = = =) = = =e 92) 2 Se Se SS] ee 
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If all the share purchase warrants referred to in Note 6 had been exercised as of the beginning of the year the proceeds would have been $9,599,415. lf 
imputed earnings on these proceeds were calculated at the average rate of return for the year on actual closing outstanding equity, the dilution from actual 
earnings per share would have been insignificant. ; 


PRICE WATERHOUSE & CO. 


Auditors’ Report 


P.O. Box 51  Toronto-Dominion Centre Toronto111 Ont. 


February 17, 1972 
TO THE SHAREHOLDERS OF TRADERS GROUP LIMITED: 


We have examined the consolidated balance sheet of Traders Group In Our opinion these consolidated financial statements present fairly the 


Limited and subsidiary companies as at December 31, 1971 and the con- 
solidated statements of profit and loss and surplus and the statement of 
change in consolidated operating assets for the year then ended. Our 
examination of the financial statements of Traders Group Limited and its 
subsidiary companies included a general review of the accounting pro- 
cedures and such tests of the accounting records and other supporting 
evidence as we considered necessary in the circumstances. 


22 


financial position of the companies as at December 31, 1971 and the results 
of their operations and the statement of changes in consolidated operating 
assets for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the pre- 
ceding year except for the changes, with which we concur, referred to in 
Notes 1(b) and 1(e) to the consolidated financial statements. 


Chartered Accountants 


Operations Review 


1971 Consolidated Finance Receivables by Major Portfolios 


in millions of dollars and percentage of total 


= 
ma 
oO 
pe) 
Nh 


Factoring 


Commercial Loans 


Mobile Homes 


Leasing 


Other 


Early in 1971, short term interest rates came down sharply, continuing a 
trend started in 1970, to stimulate the economy. This generated greater 
competition among credit grantors, which was felt most strongly in the 
company’s sales finance portfolios. All sales finance portfolios were care- 
fully assessed during the year to ensure dealer financing plans were as 
competitive as possible. 


The company’s other finance portfolios, in particular those in the direct 
lending field, responded strongly to improving conditions in the overall 
economy in 1971. This serves to underline the benefit Traders now derives 
from its diversified portfolio mix. 


In the legislative area, the company experienced no difficulties despite the 
implications of some of the changes in provincial consumer protection 
legislation which took place in 1971. For example, the Province of Saskatch- 
ewan imposed a 12-month moratorium on farm debt incurred before 
August 1, 1971. This legislation has merely served to tighten the availability 
of credit to some farm customers. In Manitoba a Personal Investigation Act 
came into force November 1, 1971. The Act requires a credit grantor to 
disclose to a customer credit information about the customer which it has 
on file and the source of such information. The Act prohibits any credit 


Branch Locations 


British Columbia - - - 14 

Alberta - - - - - - 18 

$143 27% Saskatchewan - - - - 5 
Manitoba - - - - - 4 

Ontario: === Sas = 7 

Quebec- - - - - - 32 

New Brunswick =e = 2. 

96 18 NovaScotia - - - - 22 
Prince Edward Island - - 2 

Newfoundland - - - - 5 


The branch structure has been 


31 6 reorganized, as detailed in the 
President's Report, under the 

25 5 heading ‘Marketing’ on page 
six. This reorganization makes 
comparisons with previous sta- 

20 4 tistics On numbers of branches 
inappropriate. The company and 
its finance subsidiaries are rep- 

2 2 resented at the above locations 
across Canada. 

8) 1 


Total 523 100% 


investigation in which the person involved has neither given written consent 
prior to the investigation, nor been informed of the investigation after it has 
taken place. In its initial draft form, the Act exempted government and 
government agencies. The Act was subsequently amended to remove these 
exemptions. 


The Province of Quebec announced its long awaited Consumer Protection 
Act (Bill 45), parts of which took effect in mid 1971 with the remainder 
of the Act and Regulations scheduled to take effect in 1972. In its original 
draft form the Act presented certain constraints for all credit grantors, 
including trust companies, in the areas of mortgages, conditional sales 
contracts and leasing. Various representations, including those of the 
industry associations, contributed to appropriate modifications of the 
Regulations so that they would not pose a costly burden on financial 
institutions operating in the province. The main difficulty appeared to be 
a lack of familiarity with industry practice. 


Traders, during 1971, continued its active role in the affairs of the Federated 
Council of Sales Finance Companies. In November, 1971, Mr. H. E. Dynes, 
President, Traders Group Limited, was elected President of the association. 
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Sales Finance 


The company’s retail sales finance outstandings were down slightly in 1971 
from $207.2 million in 1970 to $201.8 million in the year under review. 
Arrears and repossessions were at acceptable levels, reflecting the continuing 
improvement in the quality of receivables. 


Retail automobile receivables were $89.8 million in 1971, compared with 
$100 million in 1970. The company plans to continue to aggressively 
develop this portfolio and expects to show growth in the years ahead. 


Mobile home and recreational vehicle receivables were $13.9 million in1971, 
up substantially over the 1970 figure of $8.9 million. This market has been 
developing in recent years with the trend to year-round family recreational 
travel. The use of the larger mobile homes as permanent dwellings is also 
increasing as municipalities make more mobile home facilities available. 
These trends are expected to accelerate. 


/ndustrial equipment receivables in 1971 of $93.7 million were slightly 
above the 1970 level of $92.3 million. This portfolio performed well in what 
was a cautious year for most businesses in which the concentration was 
on bringing down excess inventory levels and deferring commitment of 
capital expansion. 


As a result of the marketing reorganization and the transfer of business 
between industrial and consumer branches (see President's Report to 
Shareholders, ‘““Marketing’), the number of industrial branches was in- 
creased from 11 to 20 branches and people resources were more than 
doubled. 


Loans 


The company’s combined lending activities experienced a marked upswing 
in receivables in 1971, reaching $246.4 million, compared with $219.5 
million in 1970. 


Personal loan receivables in 1971 were $114.9 million, compared with 
$97.9 million in 1970. The level of receivables last year was almost double 


what it was five years ago. The division also enjoyed a considerable increase 
last year in new customers. 


However, strong competition prevailed, with increased pressures from 
banks, credit unions and trust companies. The latter are an expanding force 
in the direct lending field. 
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Factoring and accounts receivable financing showed a continued strong 
growth trend in 1971 as volume reached a record high of $219.9 million, 
compared with $165.5 million in 1970. These receivables were $31.3 
million, compared with $24.1 million in 1970. The division also benefited 
from lower borrowing costs through 1971 which, combined with reduced 
credit losses, make this portfolio an excellent profit performer and left no 
question of its preeminent role in factoring in Canada. 


Residential mortgages and home improvement showed a significant gain 
in 1971 as receivables increased to $75.6 million, compared with $67.7 
million in 1970. This portfolio has been steadily expanding in recent years 
with the growth in the rural and recreational home markets. The company 
does not enter the competitive major metropolitan housing markets, rather 
it seeks to fill a mortgage financing void that tends to exist in the rural 
residential areas. 


Land development financing continued at a most satisfactory level in 1971, 
with the division reporting its first million dollar pre-tax profit year. Land 
development, employing about one per cent of consolidated assets, had an 
increase in earnings for the eighth consecutive year. Land holdings total 
approximately 2,100 acres located in Metropolitan Toronto, Edmonton, 
Ottawa, Windsor, Kitchener, Oshawa and Saint John. 


The company continues its current policy of liquidating commercial mort- 
gages and a reduction was effected during the year. 


Insurance 


A combination of reduced underwriting loss and improvement in the 
revenue of the investment portfolio resulted in a net loss after income tax 
and minority interest of $192,000 to Traders Group Limited, compared with 
$853,000 in 1970. 


Although the 1971 performance resulted in a loss, new management in the 
insurance Operations in the spring of 1971 produced significant policy 
changes to reverse the factors contributing to the poor results. The benefits 
became apparent in the latter part of 1971, with increased impact expected 
in 1972 and in succeeding years. 


The future of the insurance operations looks competitive but promising 
and the climb out of the prolonged recession experienced by the insurance 
companies is now well under way. 


Summary financial statements for the Insurance Group follow. 


INSURANCE GROUP 


Summary of Assets and Liabilities 
For the Year Ended December 31, 1971 


Assets pA esl 

( $000's omitted) 
CASH IN BANK - - - - - - - - - - §$ 4,069 $ 4,295 
RECEIVABLES: 

Agents balances - - - - - - - = = = 5,011 6,729 

Ofhicizases, =a ee cy Ce = ce 1,592 1,435 
INVESTMENTS: 

Investments having a quoted market value at 

cost (indicated market value 1971— $38,277, 

1970 —S36/81\7)) =" = =e ea ©), OS Oe Ons 5 
Inter-group investments - - - - - - - - 502 502 
Mortgages - - - - - - - = = = = 1,870 2,388 

FIXED ASSETS = 9= = = = = = = = 4276 2,460 2,680 
$65,593 $57,164 

Liabilities 

PAYABLES: 

Accounts payable and accrued charges- - - - $1,408 $ 2,571 

Claims in course ofsettilement - - - - - = 24208 21,208 
DEFERRED INCOME TAXES - - - - - - - _ 840 
SECURED DEBT: 

Mortgage on fixed assets- - - - - - - - 17156 740 
UNEARNED INSURANCE PREMIUMS - - - - 12,508 15,099 
MINORITY INTEREST - - - - - - = =| = 587 848 
CONTINGENT RESERVE == = = = = = — 361 
TRADERS INVESTMENT IN INSURANCE GROUP 

AT EQUITY VALUE - - = - - = = = = 165,726 15,497 

$65,593 $57,164 
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Profit and Loss Account 
For the Year Ended December 31, 1971 


Net premiums earned - - - - - - - = = 
Claimsinecurred - - - - - - = = = = = 
Gross underwriting profit - - - - - - =- - 
Commision oc |S & Ss S&S = & 4 = a & 
General and administrative expenses - - - - - 


Premiums taxes = =- = = - = = = 9 - = & 


Netunderwritingloss - - - - - - - = - 


Investment income (includes inter-company 
dividends of $34—1970 $34) - - - - - - 


Profit on sale of investments (includes inter-company 
profits of $125—1970 $Nil) - - - - - - - 


NGRICESSIOEERGS = = co = S&S S&S = € & 
Income taxes currentand deferred - - - - - - 


Net loss before consolidating adjustments and 
minority interests-  - - - - - - = = - 


Consolidating adjustments and minority interest -  - 


Netloss onconsolidation - - - - - - = - 


1971 


1970 


($000’s omitted) 


$30,135 
22,987 


7,148 


5,209 
5,724 
661 


11,594 


(4,446) 


2,437 


1,140 


SS 7/ 
(869) 
(839) 


(30) 


$29,399 
22/186 


72Ne 
5611 
5,549 
759 
11,919 
(4,706) 


2,366 


56 
2,422 
(2.284) 

(1,352) 


(932) 
79 


$ (853) 
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Subsidiary Companies: Consolidated 


Finance Group: 
Trans Canada Credit Corporation Limited - - 
Traders Realty Limited - - - - - - - 
Traders Homeplan Limited - - - - - - 
Subsidiaries— 
Traders Mortgage Company - - - - 
Homeplan Realty Limited - - - - - 
Interprovincial Building Credits (1968) Ltd. 
Aetna Factors Corporation Ltd. - - - - - 
Traders Finance Corporation (1966) Limited - 
Traders Properties (Church St.) Limited- - - 
Domac Realty Limited - - - - - - -= 
Land Development Group: 
Forest Glenn (Dixie) Limited- - - - - - 
Subsidiary— 
Greenway Homes Ltd. - - - - - - 
Traders Developments Limited - - - - - 
Subsidiaries— 
Traders Developments (Kitchener) Limited 
Traders Developments (Windsor) Limited- 
Traders Developments (Oshawa) Limited - 
Insurance Group: 
Traders General Insurance Company - - - 
Canadian Insurance Shares Limited- - - - 
Subsidiaries— 
Canadian General Insurance Company - 
Toronto General Insurance Company - - 


Maturities of Operating Assets and Liabilities 


TRADERS GROUP LIMITED AND PRINCIPAL FINANCE SUBSIDIARIES 


1972 ela ee ee ee 
$978 wile -So la Ao ines ene een ee eee 
(O74) atl BOG? gees See oon oe 
(OFS OMe inig at Le eet eee ee 
7 Ger ag Re Sah a eg ae ee oe eet, 


OVverbyearse = f=) a) o= Se ee eee 
Arrears t= miot eta lean co 9 an eet oe 


Repossessions and properties held forresale etc. - 


INSURANCE AND OTHER FINANCE SUBSIDIARIES 


Per Consolidated Balance Sheet - - - =p i= 
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Effective 


% held by 
the company 


100.00 
100.00 
99.94 


99:16 
99.94 
99.94 
90.00 
100.00 
100.00 
100.00 


100.00 


70.00 
100.00 


100.00 
100.00 
100.00 


JOMO 
98.00 


95.32 
96.41 


Total capital 
and surplus Investment 
of subsidiary at cost 
$4,127,072 $1,010,000 
JovAoo 31,000 
4,852,921 3,138,811 
831,471 489,512 
576,576 3,000 
(106) 250 
1,662,460 921,805 
2,980 ZS 
5,000 5,000 
113,409 108,643 
Lash 2S 
145 df 
46,312 520 
147,416 50,400 
418,953 500 
(2095) 996 
2,980,440 1,456,389 
2,354,267 1,305,056 
e290 6;50i 1,017,244 
HOSOI 1,025,612 
Operating 
Assets Liabilities 
( $000's omitted) 
$246,653 $149,702 
114,897 23,006 
GIpZo7 17,001 
27,347 35,670 
40,505 24,997 
490,653 250,376 
13,106 173,742 
7,492 _ 
5,891 — 
617,142 424.118 
104,742 54,801 
$621,884 $478,919 


Advances from 
the company 


$90,979,968 
17,450,000 
61,150,000 


50,000 
5,000,000 
262,000 
2,013,486 


SIO O77 


Difference 


$ 96,951 
91,891 
44,250 
(8,323) 
15,508 

240,277 

(160,636) 

7,492 
5,891 
93,024 
49,941 
$142,965 


($000's omitted) 


FINANCE RECEIVABLES 
Retail Instalment 


Motor Vehicle - = - | 
Mobile Home and Recreati 


Equipment— 


Industrial and Commerci 


Other: cea oo 


Wholesale - 
Leasing - 
Loans 
Commercial - 
Personal - 
Residential — 
Mortgage and Home Im} 
Factoring and Accounts Re 


LOANS TO ASSOCIATED COh 
INSURANCE AND OTHER RE 
REAL PROPERTY HELD FOR | 
PER CONSOLIDATED BALAN 


($000's omitted) 


Year 

SiG 66,466 
1963 71,545 
1964 85,866 
1965 98,001 
1966 95,865 
1967 93,956 
1968 97,878 
1969 110,076 
1970 GO7DS 
site G0 106,362 


(1) Earnings per share have be 


| 
(2) Figures for 1966 to 1970 
the Insurance Companies. 


Auditors 


Share Transfer Agents and Registrars 


Trustees 


Shares Listed 


Bankers— Traders Group Limited 


Total Bank Lines 


($000's omitted) 


FINANCE RECEIVABLES 
Retail [nstaiment 
Motor Vehicle i=) 20s ie ae 


Mobile Home and Recreational Vehicle - = 


Eguipment— 
lndustdal ahd Cominerctal =) - 
Other = See ee ee ne 


Wholesale vse cs) oi aia ee ain 
Leasing vies foe eee ae cee as 
Loans 

Cormeérctales. sss es 
Personal Ere Suaamenr ecco a nee 
Residential — 

Mortgage and Home Improvement 
Factoring and Accounts Receimable 


LOANS TO ASSOCIATED: COMPANIES 


INSURANCE AND OTHER RECEIVABLES 


REAL PROPERTLY HELD: POR RESAEE 


f 
1 


PER CONSOLIDATED BALANCE SHEET = = 


( SOGHs omitted) 


Interest and 


‘Total Borrowing 
Kear oh ACOMe Costs 
1962 $66,466 $12,086 
AGGS 7,545 Pot3 
196A 66,866 18,895 
US) Os 96,001 22/886 
T9166 95,865 21,969 
(pShers 93/956 21,857 
1968 97,878 23,474 
1969 110,076 AR B23 
Ase Ao) OO E5G 21/059 
TOP 106,362 27,47] 


(1) 


Other 
Direct 
Charges 


$29,795 
31,982 
36,506 
42,176 
43,990 
40,163 
39,303 
47,641 
36,411 
88,075 


Volume 


$ 78,434 
10,036 


74,232 
baie 


163,821 


Save 


1858 


8,002 
126,589 


30,364 
219,995 
384,950 

$874,251 


Admin. 
Expenses 


and Deprec. 


$15,229 
T2768 
19,654 
21,183 
21,853 
22,832 
22,856 
24,477 
24,842 
26,846 


1971 


Outstandings 


$ 89,784 
13,946 


93,740 
4,327 
201,797 
62,623 
Adesi A 


24,647 
114,917 


75,600 
31,263 
246,427 
522.718 


17,507 
11,767 
1,337 
$553,329 


Net Profit 
After Tax 
and Minority: 
Interests 


$4,644 
3,299 
5,520 
6,012 
4143 
4,778 
5,966 
6,234 
DATE 
7,906 


Volume 


$ 78,364 
4,669 


69,269 
Bee 
154,533 
233,321 


17,825 
104,201 


22,119 
165,500 
310,305 

$698,159 


Net Profit 
Available 
for Common 
Shares 


$4,434 
3,090 
6,000 
5,676 
3,419 
4,067 
5,273 
2 
4,586 
6,840 


Earnings per share have been calculated on a weighted average of common sharfes Outstanding during the year. 


1970 1969 
Outstandings Volume Outstandings 
$ 99,985 $105,185 $118,537 

8,879 5,460 7,943 
82285 74,651 86,792 
6,015 2,200 TAIT 
207,164 187,496 220,689 
44175 255,645 49,915 
29,017 10,606 35,187 
97,867 104,969 88,798 
67,715 23,549 62,938 
24,115 162291 23,207 
219,514 291,415 210,130 
470,853 $734,556 480,734 
16,932 8,004 
10,701 TH, 901 
_2,868 2 
$501,354 $507,391 
dese Per Common Share 
$3,507 $1.01 $0.80 
oO ee 0.70 0.80 
ysuille) (Ree 0.80 
3,530 1.28 0.80 
21530 One 0.80 
2,652 0.92 0.60 
2,654 hemes 0.60 
2009 1.18 0.60 
2,665 1.03(1) 0.60 
3,335 1.50(1) 0.72% 


(2) Figures for 1966 to 1970 have been restated to reflect the elimination of acquisition income and the deferral of taxes on consolidation of 


the Insurance Companies. 


1968 1967 


Volume Outstandings Volu me Outstandings 
£1:19;759 $121,820 $110,592 $127,948 
3,255 5,952 3,340 5,964 
54,832 73,435 63,554 70,933 
12962 8,444 Valores) sl eons 
175,808 209,651 180,071 216,202 
334,249 59,003 315,560 55.680 
10,500 36,217 9839 A330 
91,203 74,534 73,267 59,987 
ZO 735 56.472 22,929 53,138 
135,022 13,788 113,885 10,696 
257,460 181,011 219,920 165,156 
$767,012 449 665 $71 5,551 437.038 
2,326 27563 

13/034" 14,078 * 

6,500 A355 
$472,160 $458 034 


*Includes Frankel Group 


(000’s omitted) 
Outstanding Shares 


Number of SBA SERED EO SeN ia CMB ee ean oF AUR RON id Average Return.on 
Year Shareholders Preferred Common Total” Equity Equity 
1962 Pies og 4,385 4,444 $46,948 9.9% 
1963 13.4 og 4,391 4,450 48,119 6.8 
1964 AoE Du 4,402 4,461 48,791 tos 
1965 17.8 409 4,414 4,823 56,067 10.7 
1966 18.8 403 4,420 4,823 62,404 6.4 
1967 18.6 Soi 4,420 4,811 Siehehoke! 8.0 
1968 gee SES) 4,433 4,808 Clio 3 Q7 
1969 18.3 616 4,433 5,049 67,689 9.2 
A O7O: 10.4 Re] 4,443 5,038 LS Tk) 


1971 929 411 4,783 5,194 79,087 10.0 
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Higher profits were reported by Traders Group Limited for the six months 
ended June 30. Earnings available for common shates amounted to $2,808,129 
or 62 cents per share, compared with restated earnings of $2,098,262 or 47 cents 
a share in the same petiod a year ago. 


The reported net profit for the first half of the year did not include an extra- 
ordinary gain of $8,423,951 or $1.87 per share on the exchange by Traders last 
January of its holdings in Cadillac Development Corporation Limited for an 
additional 18 per cent of Guaranty Trust shares held by Acres Limited. 


Barnings for 1970 wete restated to reflect the company’s elimination in 1971 of 
acquisition income related to unearned finance charges and the introduction of 
deferted tax accounting for the Insurance Group. 


The company’s expanded ownership to 38 per cent in Guaranty Trust, together 
with the adoption of equity accounting and imptoved profitability by the trust 
company, resulted in earnings for Traders for the six months under review of 
$693,371 of 15 cents per share, compated with dividends of $176,550 or 4 cents 
per share for the same period a year ago. 


The Finance Group has continued to maintain its excellent earnings improve- 
ment of the past several years. 


Frankel’s Hees contribution was better in the first half of 1971 than in the 1970 
period, despite depressed conditions in the structural steel business. The 
Insurance Group showed a loss due to adverse claims experience but major 
progress is being achieved to improve the company’s prospective underwriting 


results for the future. 


H. E. Dyngs 
August 18, 1971 President 


Highlights 


Volumes Outstandings 
($000) ($000) 
6 months June 30 
1971 1970 1971 1970 


FINANCE RECEIVABLES 
Retail Instalment 


Motor Vehicle. ... $ 41,293 
Mobile Home..... 2,565 
Equipment— 
Industrial and 
Commercial..... 35,150 
© thera eee 1,051 
80,059 
Wholesale 117,661 
Loans 
Commercial....... 11,685 
Persona] eee 50,423 
Residential 
Mortgage and 
Home 
Improvement... 7,598 
PaCtOnin Saye tee 73,013 
144,719 
$342,439 
INSURANCE PREMIUMS 
Winitten eer eae GS 15 iL 
IBA. as ay obo 6 $ 14,237 


BRANCH LOCATIONS 


NeT ProriT (before extraordinary item) 
UTA 1 CO ame earey nas nolee serra tera Shee sates wih 


EARNINGS PER COMMON SHARE 
ALetexcEdOrcifialye1lCla nee mere Ce sy. eee 
Detofe extiaordinaty itemiy veer a ae ceo 


DIVIDENDS PER COMMON SHARE...............- 
COMMON SHARES OUTSTANDING................ 


$110,764 
8,780 


92,768 
7,194 
219,506 


D2 0H 1 


O20 29) 
92,668 


62,402 
26,506 


214,505 
$486,788 


June 30 
1971 1970 


DB 
Uy 
248 


1 ,430 
558 
906 


2,894 


6 months 
($000) 
June 30 


1970 


1971 


$ 2,793 
(117) 
2, 


$ 0.47 
$ 0.47 
$ 0.30 
4,442,411 


Traders Group Limited and Subsidiary Companies 
Condensed Consolidated Balance Sheet ($000) 


ASSETS 


RECEIVABLES 
Finance 
Netailelnstalin cites eenee 


Wiholesal ets sees «hse aie norris 


Receivables of Insurance Subsidiaries . 
Loans to Associated Companies. .... 
Properties Held tor Resalewya. oa. 
Ocher Receivablesmaanteenarenee ee 


Less— Allowance for Doubtful 
ACCOULTS Gee cae Gon: 


Receivables—Net..........-55---- 


INVENTORIES OF SUBSIDIARIES......... 


INVESTMENTS 
Investment Portfolios of Insurance 
Subsidiaties—at cost...)). 5450000. 


Investments in Associated Companies 


—Guaranty Trust Company of 
Canada yatiequityan. 2. erry 


—Other Associated Companies. ... 


@therinvestmentsmeee ee eeeenee 


June 30 December 31 
1971 1970 


June 30 
1970 


$ 5,583 $ 7,608 


207,164 219,506 
44,175 52 py 
219,514 214,505 
470,853 486,788 
10,524 12,059 
16,932 13,757 
2,868 2,239 
5,634 5,648 
506,811 520,491 
9,735 9,943 
497,076 510,548 
13,926 13,577 
39,135 33,141 
5,375 5,375 
1,096 1,052 
1,260 1,538 
46,866 41,106 
16,015 15,967 
7,642 7,193 
8,373 8,774 
4,292 4,373 
$576,116 $585,986 


LIABILITIES 


PAYABLES AND ACCRUED CHARGES... . 
INSURANCE GLAIMSS5 auerie mene nee. 


DEFERRED INCOME TAXES............ 


UNEARNED INCOME 


PENANCE; @Mnarees. ats ganna ae eg 


Insurance Premiums............... 


SECURED DEBT 


Due within one year 
Short Term Notes 


Blithe Companyon.: uiwatena ls 


OlSuUpsidianiesaaee re eae ee 


Medium and Long Term Notes 
Since MeOIM Palys =. nite ven eees 9+ 


OlMSUDSidianles ae eee eae ae 


Due beyond one year 


Oltie COMpany 2. hen S4-a 4 ecu 


ur Sw GINA, onc oon oo ene dle 


OTHER DEBT OF SUBSIDIARIES 
IDWepwithitone yeats. molest Sas « 


Due beyoudione yeat.4..5.)... 745. 


MINORITY INTEREST IN SUBSIDIARIES. . 
DEBENTURES OF THE COMPANY 


iieawitnim@ioneyCatanwc. na she w.o> 


Wie beyoud One Year. a. os 


GONTINGENGY RESERV ER rere. oe sees 
CAPITAL AND SURPLUS 
IRicteitedue hareseen ee eran ace 
(CrovaniinnYoyni SINANES, 5 pon oon beoeoonode 


SUED is epee eererrtlans sls, ves eet 


June 30 December 31 June 30 
1971 1970 1970 

$ 37,307 $ 39,867 
21,208 WIS 
Neh WS} 57,619 
ih Mio) 
48,809 49,126 
15,099 14,729 
63,908 63,855 
88,603 99,348 
3,394 6525 
27,300 Ushi 
590 608 
119,887 126,262 
204,483 208,463 
4,353 Ley 
208,836 213,115 
4,149 B59 32 
784 798 
#939 4,730 
996 1,047 
4,975 14,068 
39,354 29,858 
44,329 43,926 
764 941 
20,239 20,738 
24,389 24,387 
28,343 20,993 
PALIN WA Ms} 


$576,116 $585,986 


Traders Group Limited 

and Subsidiary Companies 
Condensed Consolidated Statement 
of Profit and Loss ($000) 


Six months ended 


June 30 June 30 
1971 1970 
Revenues 
Gfoss income irom operations... eee $57,265 
Investment (m¢o mc ntti e e enn 1,415 
Prot (loss)\ponisalesoMsecuritcs set ana (264) 
58,416 
Expenses 
Cost ofibortowed fundss eee ee ee 13,874 
Provision for doubtiul accounts--..-2. eee 2,637 
Tnsurancerclaims aetna eee eat S75 
Other direécharsesiac-eene aera er ee eee 13.553) 
General and administrative expenses 
(including depreciation) 9 eee ee ee 12/972 
52,611 
Profit before income taxes and minority interest..... 5,805 
TRE OHNE taxes v8 err nee 3,104 
Profit befote minority interest essa. ee 2,701 
Minority interest, <a aaemerneess chee a ere 2 
Net profit for the period before extraordinary item... . 2,698 
Capital gainion. exchange Of shatesansen seen ar — 
Net profit for the period after extraordinary item...... $ 2,698 


Condensed Consolidated Statement 
of Surplus ($000) 


Six months ended 


June 30 June 30 
1972 1970 

Balance at beginning of period as previously reported $28,254 
Adjustment to eliminate the allowance for acquisition 

income from unearned finance charges........... (1,957) 

Balance at beginning of period as adjusted......... 26,297 

Adjustment arising during the period.............. (70) 

26,227 

Consolidated net profit for the period............. 2,698 
Less: Interest on income funding rights and dividends 

Of preterredisharcs traktor 600 

AVallal] Com COmiM Onis hates seis aenenn= ae 2,098 

Divadendstonmcommonishates een een 1332 

766 

Balance atvend of period 2 e see sea nae ne $26,993 


otes TO Financial Stateme 


1, It is not considered meaningful to include a statement of source and appli- 
cation of funds due to the nature of the business. 


2. Uneatned finance charges ate computed by the sum of the digits method 
presuming contracts to be purchased at the middle of each month. An 
allowance for acquisition costs was previously deducted from unearned 
income. Such allowance for acquisition costs was eliminated from January 1, 
1971 and the comparative financial statements have been amended to reflect 
this change in the accounting method and the adoption of deferred income 
tax accounting upon consolidation of the insurance companies. 


CANADA 
Bank of British Columbia 
Bank of Montteal 
Banque Canadienne Nationale 
Canadian Imperial Bank of Commerce 
The Mercantile Bank of Canada 
The Provincial Bank of Canada 
The Royal Bank of Canada 
The Toronto-Dominion Bank 


UNITED STATES 
Bank of America National Trust and Savings Association... .San Francisco 


Retna dR ee rn tune iat ely Sistas ayes one New York 
Croce: MatiGnal Dank scien me eee sce Boe, etek oh San Francisco 
Fite, Nationa ity Danie ae ee ees wie ta eee New York 
Marine Midland Bank-New York... .....0... oO ape A New York 
Marine Midland Baie WeSC ECR Or ayn gt tua STZ eye Buffalo 
Diaiiepek Gane Gi terol. in a ei ce he aa yee a aan Detroit 
New jersey) Bank, National Associatione. 1.28 es le Passaic 
Security Pacific National Bank... 2000.00... ea tL Rar aca Los Angeles 
SWtes tte CC OLOORAMON uN fay oC lee ee ecee hes Wee le Ces New York 
Wells Fargo Bank, National Association 22.020... 8.000 25. San Francisco 


Dividends have been declared as follows for the quarter ending September 30, 
1971, payable October 1, 1971, to shareholders of record September 7, 1971: 


Per share 
Prva DoetCtTECMNaLen: Oiyieaen ct ais h Cae e (wee Gn mee aniuEe aes a SLA2% 
SAePicierrece sates jee gee, en ee ee orem oon a $0.50 
5% Convertible Preferred Shares, Series A... 0.0.2.0 oe. $0.37% 
$2.16 Preferred Shares, Series B.... . Rasa trent ay URSA SEs $0.54 


Class A- and Class B Common Shares or se Oy 


TRaDERS 
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625 Church Street, Toronto 285, Ontario 


